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CHAI RPERSON JAMES: |1'mgoing to ask you to pl ease take
your seats and let’s get started. Quiet in the back of the room

W have with us now M. Hal Shoup, Executive Vice
President of the Anmerican Association of Advertising Agencies,
and M. Steve Bookshester.

MR, BOOKSHESTER: Yes, ma’ am

CHAI RPERSON JAMES: Associ ate General Counsel of the
Nati onal Associ ation of Broadcasters.

Wl come, both of you gentlenmen, and thank you for being
with us. Please renenber you ve been allotted about ten m nutes’
time to sort of summarize your reconmendations, and then after
that we will engage in sonme discussion.

I would remind the audience if this is your first
Comm ssion neeting, this is not how we generally operate. e
tend to be nmuch nore formal than this, but we are in a very
informal setting, hoping to encourage discussion, hoping to
encourage debate, and so | would rem nd Commi ssioners that they
should feel free to junp right in whenever they feel the need to
do that.

| would ask that you allow the gentlenen to get through
their presentations first, however.

Before we start, | have had a request from Commi ssi oner
Loescher to say a few things, and wth that, Conm ssioner
Loescher.

COWM SSI ONER LCESCHER: Yes, Madane Chair. Thank you
very much

Just for a brief nonment, I'd like to say that this
norning the United States Senate commttee passed S. 544, which

is the bill, the Senator Enzi bill, sponsored by a nunber of
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Senators, which deals with an issue that this Comm ssion had
addressed by a vote to forestall the Secretary of Interior to
promul gate regul ati ons that approve anynore conpacts with tribes
and st at es.

And, anyway, | think it’s a significant action this
norning by the Congress, and in the first sentence of the bill
to sort of enphasize the inportance of this Comm ssion, the
| anguage says that "notw thstandi ng any other provision of |aw,
prior to eight nonths after Congress receives the report of the
National Ganbling Inpact Study Commission, the Secretary of
Interior shall not pronul gate regul ations,” whatnnot.

So people are watching what this Conm ssion does, and
the influence of this Commssion is felt nationally even before
our report is comng due, and I wanted to just acknow edge that
this event had occurred in the Congress today.

And also I'd like to acknow edge our chairman of our
I ndi an subconmittee. Dr. Moore and M. WIlhelm and | have been
struggling very hard on this issue, and we hope to cone forth
with reconmendations addressing this mtter for the full
Commi ssion to review, but it just enphasizes and highlights the
i nportance of this Conmission that the Congress of the United
States would await our report on this natter.

CHAI RPERSON JAMES: Thank you, and that is a heavy
burden to carry, and | think all of the Comr ssioners recognize
their responsibility.

Wth that, gentlenen, please proceed.

MR, SHOUP: Thank you.
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"1l start. I’ m Hal Shoup. I am Executive Vice
President of the Anmerican Association of Advertising Agencies,
generally referred to as the Four As for short.

We obviously have a profound and abiding interest in
the advertising not just of gamng activities and lotteries, but
al so all |egal products and services.

Qur associ ation has 550 advertising agencies across the
country that are nenbers. In the aggregate, they do about 75
percent of all national adverti sing. They do a large share of
the regional and | ocal advertising that is done, and
significantly from your standpoint, 35 of the 38 entities that
have state lotteries are represented by nenbers of the Anerican
Associ ation of Advertising Agencies, and several tines that
nunber are involved in the advertising of casinos and rel ated
activities.

Advertising agencies and their clients have a |ong and

abi di ng i nt er est in t r ut hf ul adverti sing, non- decepti ve
advertising. First of all, advertising that |lies and deceives is
fundanmentally norally wong. |It’s counterproductive to the needs

of the advertiser, to the advertising agency certainly, and to
t he general public.

Significantly, it is against the law at the federal
| evel . The Federal Trade Conmm ssion has its |laws and regul ati ons
that demand that advertising be truthful and non-deceptive, and
they deal primarily with the national |aw.

At the state level, the AGs, under a nunber of what
have becone little AG acts, have simlar responsibility for

enforcenment of advertising law at the state |evel.
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The final point that | think that you have to consi der
when you’'re tal king about advertising that lies and deceives is
the fact that it does not qualify for protection by the First
Amendrent of the Constitution, but the truthful, non-deceptive
advertising about any legal product, and that would include
so-called vice products, does have protection by the First
Anendnent .

I’mnot going to dwell on this subject because Steve is
going to touch on this |ater, except to nmention the fact that our
association and seven other industry and trade groups has
presented to the Conmission for your review a paper on the
subj ect of ganbling advertising and First Anendnent protection.

Wat |  wuld like to do is to discuss sone
possibilities for you in terns of the area of advertising and
what m ght be done to solve any of this problem that can in any
way be attributed to the advertising of lotteries or of gam ng
activities.

Certainly the first of those would be for us, the
advertising industry, the advertisers, the agencies, the nedia,
to continue to support and cooperate with the Federal Trade
Comm ssion as far as national advertising regulation is concerned
and with the state AGs in terns of state |evel adverti sing.

Secondly, we think there can be a very positive effect
on the advertising in the gam ng industry by the establishnment of
voluntary codes or best practices, | guess, if we could use the
word fromthe earlier discussion.

The Anerican Gaming Association is well along the way
in ternms of developing a rather detailed advertising code that

has, | wunderstand, been approved by their mnenbership, and they
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search now only for the nost appropriate way to inpose this code
and to nmonitor and foll ow up on adherence to the code.

It’s a little much tougher job when you re talking
about codes for 38 different governments that are nonitoring or
involved in the lottery business. That’s much nore difficult.
However, we feel that it 1is possible to develop certain
principles that could serve as hel pful guidelines to the states
in the execution of their lottery adverti sing.

W have been involved in self-regulation since 1971
when the advertising industry inposed upon itself a rather
detailed system of self-regulation. It was forned by the
initiatives taken by our association, the Association of National
Advertisers, and the Anerican Advertising Federation. It becane
an entity of the Better Business Bureau, and since 1971 has
actually resol ved over 3,500 cases.

W nmention that only because when it conmes to
sel f-regul ation of advertising, the industry does have a |ot of
experience and has a very good track record in this particular
ar ea.

W certainly think that it’s appropriate to conduct
additional research on the causes of problem ganbling. W think
we coul d perhaps be of help in that particul ar area.

And finally, we think that educational prograns about
conpul si ve ganbling and problem ganbling could assist to a |arge
extent in this particular area. Again, these are the kind of
canpai gns that can be developed to run in an attenpt to solve a
particul ar societal problem It could include mass nedia, but it

can include a great deal nore.
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W have been involved in many of these canpai gns over
t he years. Probably the nost prominent is the canpaign that we
cooperate with and actually create on behalf of the Ofice of
National Drug Policy Control. W were the organization, aided
and abetted by others in our industry, that started the
Partnership for a Drug Free Anerica.

So we are not unfamliar with societal problens and the
rol e advertising can play in their solution.

It seenms to ne those kinds of recommendations, the ones
that |’ve just made, are the kinds of things that the Conm ssion
may want to consider, should consider, and perhaps include sone

of those in the eventual report that they make to the Congress.



